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Economic Developments in the Republic of the Congo 


The political disturbances which have prevailed in 
the Republic of the Congo since July 1960 have im- 
paired the country’s economic activity and caused severe 
financial problems. 

While in the secessionist Katanga Province activity 
in basic sectors was close to normal in the second half 
of 1960, in the other provinces economic conditions 
deteriorated. Where civil strife and public disorder was 
most pronounced, production came practically to a 
standstill; elsewhere it was slowed down by the depar- 
ture of European technicians, the growing shortage of 
certain materials, and the lack of funds and adequate 
credit facilities. Road and building construction stopped 
altogether. Trade services and transportation functioned 
irregularly. Acute food shortages developed in various 
places. The volume of exports fell below normal. How- 
ever, the mechanism of production and distribution 
did not suffer lasting damage. 

In July the Government decreed a 30 per cent 
across-the-board increase in the wages and salaries of 
Congolese. By September prices of indigenous foods 
and other products locally consumed had risen 20 to 
30 per cent over June levels because of shortages. 
Unemployment increased markedly. In an effort to 
rehabilitate the economy and combat unemployment, 
the Government, with the technical and financial help 
of the United Nations, initiated in October 1960 a pro- 
gram of agricultural works and road and building con- 
struction in several provinces. Before the year’s end, 
six projects had been started, employing over 2,500 
workers. Nevertheless, at the end of 1960, in the 
city of Leopoldville alone there were some 60,000 un- 
employed out of a labor force of 130,000, more than 
double the number in June; in Stanleyville, the capital 
of Orientale Province, only a very small portion of the 
city’s 50,000 employable persons was at work. 

The already weak status of the Government’s finances 
was aggravated by the political disturbances and the 
general public confusion. The secession of the rich 
Katanga Province cut ordinary sources of revenue by 
almost 50 per cent, and widespread disorganization in 
tax-collection machinery, together with reduced eco- 
nomic activity, was responsible for additional revenue 
losses. As a result, government revenue fell from a 
monthly average of some Cong. fr 500 million 
in 1959 (excluding revenue from Katanga) to about 
Cong. fr 120 million in the second half of 1960. At the 
same time, government expenditure was reduced by the 


deferment of all but the most immediate obligations. 
Outlays for public construction and domestic services, 
and certain expenditures abroad, were halted. The 
reduction in personnel expenditure resulting from the 
departure from the Congo of high-salaried Belgian 
officials was counterbalanced to a large extent by 
sizable increases in salaries of Congolese soldiers and 
civil servants. The total reduction in expenditure 
was not, however, very large, and the Government 
incurred current monthly deficits of approximately 
Cong. fr 700 million ($14 million). Meanwhile, the 
United Nations has contributed toward health, educa- 
tion, and other services. 

Since the Treasury’s reserve balances were almost 
exhausted in June, the Government, to cover the cur- 
rent deficit, had recourse mainly to Central Bank 
advances. The statutory ceiling on such advances was 
raised twice by Presidential decree, and the Central 
Bank made available to the Government an average of 
over Cong. fr 500 million a month. The United Nations 
put at the disposal of the Government the equivalent of 
Cong. fr 250 million ($5 million). The inflationary 
financing of the government deficit was offset in part 
by a substantial decline in demand in the private 
sector, resulting from the reduced economic activity, 
the increased unemployment, and the departure of the 
European civilians, so that no run-away inflation 
developed. 

The departure of European civilians was responsible 
for a considerable decline in net holdings of gold and 
convertible exchange, which fell from some $74 million 
in June to $45 million in July. Moreover, in previous 
years Katanga’s exports had accounted for nearly 
60 per cent of the country’s total; its secession and 
the fall in exports from other regions reduced sharply 
the Government’s receipts in foreign exchange. To pre- 
vent a further loss of reserves, the Government in 
early August announced the introduction of a general 
prohibition on imports of all but essential goods and 
the blocking of all nontrade transfers and payments 
abroad. But these measures were not put into effect 
promptly, and net holdings of gold and convertible 
exchange fell by a further $9 million during the 
month, to $36 million, of which $7 million was payable 
to the new central bank of Ruanda-Urundi (see this 
News Survey, Vol. XIII, p. 14). Subsequently, lists of 
authorized and prohibited imports were drawn up and 
in October additional exchange controls were intro- 
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duced. These included rules governing the surrender of 
export proceeds and the establishment of a system of 
20 per cent advance deposits on import licenses; they 
also specified the transactions for which payments 
abroad in foreign currencies are authorized. At the end 
of November net holdings of gold and convertible cur- 
rencies had risen to $56 million. Since July, the 
Congo franc, which has an official exchange rate of 
Cong. fr 50 = $1, has been exchanged on the unofficial 
market in the Congo and on exchange markets abroad 
at the rate of Cong. fr 70 = $1. 


It would appear that only an early resumption of 
economic activity can prevent serious deterioration of 
plant and increasing shortages of goods. Moreover, 
unless stocks of imported consumer goods, which were 
practically exhausted during the second half of 1960, 
are replenished, steep price increases cannot be avoided. 
Government finances, also, can be relieved only by the 
resumption of production and a solution of the coun- 
try’s political problems. If Katanga insists on separation, 
the financial and monetary difficulties of the Congo will 
be insurmountable without permanent and substantial 
foreign aid. 





The Government in Leopoldville has introduced a 
new budget for the first three months of 1961, providing 
for expenditure at an annual rate of Cong. fr 10 billion, 
or 75 per cent of the 1960 original budget. The Govern- 
ment expects to restrict expenditure somewhat by the 
dismissal of redundant government personnel, and to 
increase budget revenue considerably over the past 
months’ level by introducing new taxes and duties on a 
number of items and by improving the efficiency of the 
tax-collecting apparatus. But even if these measures are 
successful, and if there are no more salary increases for 
government employees, revenues will fall short of cur- 
rent budget expenditure at an annual rate of over 
Cong. fr 5 billion ($100 million). 


Sources: La Libre Belgique, Brussels, Belgium, Novem- 
ber 28 and December 9, 10-11, 12, and 
20, 1960; The Economist, December 3, 1960, 
and The Financial Times, February 7, 1961, 
London, England; Progress Report No. 7 on 
United Nations Civilian Operations in the 
Congo, January 5, 1961 (mimeographed); 
The Wall Street Journal, New York, N.Y., 
January 9, 1961. 





Commodity Prices in 1960 


The downward trend in prices on international 
commodity markets, after a brief interruption in the 
second half of 1959, was resumed early in 1960. 
According to the Reuter and Moody indices, prices at 
the end of 1960 were some 5 to 6% per cent below 
their level at the end of 1959. The downward move- 
ment was shared by the great majority of primary 
products; it was most pronounced for rubber and cocoa, 
which showed price reductions of almost 30 and 20 per 
cent, respectively. Prices of both these products had 
displayed remarkable strength through 1959 and the 
early part of 1960 but declined sharply later in the year. 
Quotations for lead and zinc on the London market 
declined by more than 10 per cent in the course of the 
year and those for copper by just under 10 per cent. 
Jute was the only major commodity to show a sub- 
stantial gain, caused mainly by anticipations of tempor- 
ary shortages. 

Political tension did not visibly affect commodity 
markets, nor have disturbances in some producing areas 
—the Congo and Laos—or strikes in a number of 
raw material producing industries had significant or 
lasting effects on the commodities concerned. Neither 
is the slackening of business in the United States con- 
sidered a major factor in recent price movements. 
Rather, the basic reason for the downward trend is to 
be sought in rising surpluses of primary products, which 
have gradually taken the place of postwar shortages. 
In view of prevailing supply conditions, no general 





upturn of primary product prices can be expected in 

the next few years, though restocking demand might 

bring some improvement in present conditions. 

Sources: Bank for International Settlements, Selected 
Economic Indicators for Some European Coun- 
tries and the United States, Basle, Switzerland, 
April 1960; Neue Ziircher Zeitung, Ziirich, 
Switzerland, January 15, 1961; United Na- 
tions, Monthly Bulletin of Statistics, New 
York, N.Y., various issues. 


Europe 


U.K. Monetary Policy 


Lord Cobbold, Governor of the Bank of England, 
has said that monetary policy in the United Kingdom 
in 1960 achieved a considerable part of its objective. 
There were limitations on the effectiveness of monetary 
policy: credit restriction takes a long time to work 
through the system and its incidence tends to be unfair, 
particularly in that the credit arrangements place a 
heavy share of the burden of credit restriction on the or- 
ganized banking community. Lord Cobbold believes that 
it is a great mistake to expect monetary policy to carry 
loads which should be carried in other fields of govern- 
ment policy; by itself it cannot ensure the internal 
stability of the currency or be a help to the balance 
of payments. 

The Governor maintained that, provided the U.K. 
balance of payments was moving in the right direction 
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and that the country was living within its resources, 
there was no need to trouble too much about short- 
term movements of money in one direction or another. 
Sterling and the dollar were both well buttressed and 
could look to massive second-line defenses in the 
International Monetary Fund. 


Lord Cobbold remarked that intervention in the Lon- 
don gold market “is our responsibility but we have 
been in almost daily touch with the U.S. authorities and 
have kept them closely informed about the market situ- 
ation. Our aim has been to keep the market as orderly 
as possible in all the circumstances and we have man- 
aged to keep price fluctuations within tolerable bounds.” 
Source: The Financial Times, London, England, Feb- 

ruary 10, 1961. 


Annual Meeting of the Bank of Norway 


In his speech to the Supervisory Council of the Bank 
of Norway, Mr. Brofoss, Governor of the Bank, 
reviewed recent developments both abroad and at 
home. Commenting on the decline in the U.S. gold 
holdings, Mr. Brofoss said this was due to special 
reasons. The United States was becoming steadily a 
larger creditor against the rest of the world, largely as a 
result of direct investment by U.S. firms in subsidiaries 
abroad. That in general there is nothing wrong with 
the competitiveness of U.S. industry is shown by the 
large U.S. surplus on current account. Any attempt to 
increase this surplus may well result in deflationary 
pressures on the rest of the world, since other countries 
have necessarily to incur corresponding current account 
deficits. These in turn may necessitate measures to 
protect foreign exchange holdings which will affect the 
level of economic activity. The solution to the external 
difficulties facing the United States lies in attempts to 
redistribute the burden of defense and foreign aid ex- 
penditures. Discussing capital movements, Mr. Brofoss 
stressed that it was not other countries’ dollar assets 
which represent the greatest danger for a continued gold 
outflow, but rather the freedom which U.S. residents 
have to transfer funds abroad. 

Concerning developments in Norway, Mr. Brofoss 
said that, owing to the scarcity of manpower and the 
intensity with which capacity is utilized, production 
in 1961 cannot be expected to increase by more than 
4 per cent, against 6.5 per cent in 1960. A substantial 
part of the increase will be absorbed by exports. If the 
volume of credit should increase by as much as 6-7 per 
cent of the national product while at the same time 
easier fiscal policies were to increase disposable income 
by, say, 1% per cent of the gross national product, 
substantial pressures might be created. These would be 
further increased if the forthcoming negotiations on 
wages and farm prices resulted in increases in excess of 
the estimated improvement in productivity. 


The Joint Consultation Council has considered this 
situation and has agreed to take measures to restrict 
credit-financed demand to the possibilities for growth 
of production, by limiting the liquidity of the credit 
institutions and thus their ability to expand credit. The 
Government will renew the savings bond loan which 
matures in July 1961, and will issue a premium bond 
loan aimed at the general public. Moreover, a general 
35-year 5 per cent market loan will be issued at 101, to 
which the insurance companies have agreed to sub- 
scribe a certain amount. It has been recommended to 
the savings banks that they increase their bond holdings 
by more than 25 per cent of the increase in deposits 
during the first half of 1961, and the commercial banks 
will also increase their holdings of bonds. The Council 
has also recommended to the credit institutions that 
they act restrictively, especially in granting new building 
loans. It is assumed that the credit institutions will not 
increase consumer credit. 


In the present situation, the Council has considered 
it to be its duty only to propose what should be done 
in the credit field. The Governor considers that other 
measures may have to be taken in the fiscal field, and 
that building controls may have to be tightened. The 
Governor urged that the liberalization of imports should 
be extended and that import controls should not be 
reintroduced. 


One of the main difficulties in drawing up the credit 
policy in the present situation, the Governor empha- 
sized, is that it is necessary to conduct both a gen- 
erally restrictive policy to moderate the business boom 
and a selective expansionary policy in districts where 
there is weak economic growth and structural unem- 
ployment. 

Source: Bank of Norway, Press Release, Oslo, Norway, 
February 14, 1961. 


Sweden-U.S.5.R. Trade 


A protocol to the three-year trade agreement of 1958 
has now been signed by Sweden and the U.S.S.R. cover- 
ing the exchange of goods between the two countries 
in 1961. Russian exports to Sweden will amount to 
about SKr 300-350 million ($58-68 million), half 
of which will consist of a quota of 2.5-2.7 million tons 
of oil and oil products. Sweden’s export list includes 
new quotas for factory equipment, machinery, and 
ships, and additional quotas for seeds, leather shoes, 
and woolen textiles. 

During the negotiations, the U.S.S.R. delegation 
pointed out that the trade agreement of 1924, still 
existing between Sweden and the U.S.S.R., contains a 
most-favored-nation clause, and asked that Swedish 
customs duties be reduced to the same level as that 
which applies to imports from European Free Trade As- 
sociation countries. The Swedish representatives main- 





INTERNATIONAL FINANCIAL NEWS SuRVEY, February 24, 196] 


tained that it was now generally accepted that free 
trade area and customs union arrangements are out- 
side the scope of most-favored-nation clauses. They 
added that preferential treatment such as that sought 
by the Soviet Union would have adverse repercussions 
on Swedish relations with other third countries; Sweden 
could not, therefore, agree to the Russian request, but 
was willing to discuss specific trade proposals for con- 
tinuing the favorable development of Swedish-U.S.S.R. 
trade. It was also maintained that since about 95 per 
cent of Swedish imports from the U.S.S.R. is free of 
import duty, the question raised by the U.S.S.R. did 
not seem to be of much practical importance. 

Source: Svenska Dagbladet, Stockholm, Sweden, Feb- 

ruary 3, 1961. 


Finnish Power Plant for U.S.S.R. 


Agreement has been reached on construction by 
Finnish labor of a Russian power plant on the Tule- 
majoki River. The plant will have a capacity of 225,000 
kilowatts, substantially larger than the three other power 
plants the Finnish company has built for the U.S.S.R. 
Construction will start shortly and is expected to take 
four years. The cost is estimated at Fmk 25 billion 
($78 million), of which Fmk 19 billion is for equip- 
ment that the U.S.S.R. will buy in Finland. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, February 13, 1961. 


Short-Term Interest Rates in Germany 

On February 9, and again on February 14, the 
Deutsche Bundesbank lowered the selling rates for 
money market paper by ¥% per cent, to a range of 2% 
to 35% per cent. Since the German money market had 
become rather liquid, call money rates falling to 3 per 
cent, the further reduction of the selling rates was not 
unexpected. Since the middle of November 1960, the 
Bundesbank has four times lowered the selling rates 
for money market paper. As the reduction in the dis- 
count rate in November 1960 (see this News Survey, 
Vol. XII, p. 571) did not have the desired effect of 
lowering the domestic level of interest rates, banking 
circles have been expecting other measures designed 
to achieve that object. 

On February 13, the Bundesbank also abolished the 
dollar swap premium (see this News Survey, Vol. XIII, 
p. 21). The Bundesbank still grants dollar swaps for 
the exchange cover of short-term capital exports, but 
only at par, i.e., without giving a premium, but also 
without charging a fee. (On the free exchange market 
similar swaps would cost about 42 per cent annually.) 
Exports of short-term capital have now ceased com- 
pletely. Money for 90 days now yields about 4 per 
cent in Germany, compared with 4% per cent in 
London. After deduction of about 1% per cent for 


exchange cover costs, a transfer to London is no longer 

profitable. 

Die Welt says that apparently the Bundesbank is no 
longer interested in promoting short-term capital ex- 
ports by the commercial banks, because this outflow 
can be repatriated at inconvenient moments. Last year, 
for example, when the Bundesbank squeezed liquidity, 
the commercial banks largely repatriated their foreign 
assets. Therefore, the Bundesbank has abolished the 
swap premium, which at times resulted in an artifi- 
cially high German money market rate. The Bundes- 
bank is now apparently trying, by applying pressure 
on domestic short-term rates, to make long-term rates 
again attractive to foreign borrowers. However, the 
available liquidity may not be sufficient for a decisive 
reversal in the capital market; it may be necessary to 
free a sizable part of the funds now frozen by the 
minimum reserve requirements. 

Sources: Die Welt, Hamburg, Germany, February 14 
and 15, 1961; Frankfurter Allgemeine Zeit- 
ung, Frankfurt am Main, Germany, Febru- 
ary 14, 1961. 


Austria's Foreign Trade 


According to preliminary data published by the Aus- 
trian Central Statistical Office, Austria’s trade deficit 
increased from § 4.6 billion ($177 million) in 1959 to 
S 7.7 billion ($296 million) in 1960. Imports in 1960 
amounted to § 36.8 billion and exports to § 29.1 bil- 
lion, respectively 24 per cent and 16 per cent greater 
than in 1959. Fifty per cent of Austria’s exports went 
to the countries of the European Economic Com- 
munity, which supplied 56 per cent of Austria’s im- 
ports; these percentages were about the same as in 1959 
(49 per cent and 57 per cent, respectively). The coun- 
tries in the European Free Trade Association took 12 
per cent of Austria’s exports in 1959 and 13 per cent in 
1960; their share of Austria’s imports was about 12 
per cent in both years. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 2, 1961. 


Cash Reserve Requirements in the Netherlands 


With effect from January 23, 1961, the Netherlands 
Bank increased from 8 per cent to 9 per cent the per- 
centage of deposits which commercial banks are re- 
quired to hold with the central bank. The effect will 
be to increase the total cash reserves to be deposited 
by some f. 50-70 million, to about f. 650 million ($170 
million). A similar increase, from 7 per cent to 8 per 
cent, took effect from July 22, 1960 (see this News 
Survey, Vol. XII, p. 439). The intention is again to 
reduce the liquidity of the banking system. Through- 
out the year 1960 an inflow of gold and foreign ex- 
change reserves to the central bank kept the Nether- 
lands money market very liquid. In recent months the 
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commercial banks have been withdrawing a consider- 
able part of their short-term investments in the U. S. 
money market, thus increasing liquidity still further. 
Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, January 21, 1961; Neue Ziircher 


Zeitung, Ziirich, Switzerland, January 21, 
1961. 


Yugoslavia’s 1961 Social Plan 


It is estimated that industrial production in Yugo- 
Slavia in 1960 increased by 16 per cent, whereas agri- 
cultural production declined by 5.7 per cent. Accord- 
ing to the 1961 Social Plan, industrial production is 
expected to increase by 12 per cent and agricultural 
production by 15 per cent this year. Agricultural pro- 
duction would thus reach a level 8.5 per cent above 
the record output of 1959. 

The social product is planned to increase in 1961 
by 12.5 per cent, and gross investment in the socialized 
sector (90.4 per cent of total investment) by 4.7 per 
cent. Public consumption is to rise by 10.8 per cent, 
consumption by persons employed in the socialized 
sector of the economy by 11 per cent, and exports by 
8.4 per cent. There remain unallocated a part of the 
expected growth in the social product and certain for- 
eign assets, together amounting to 9.3 per cent of the 
total resources available. These are mainly intended to 
finance additions to inventories and to foreign ex- 
change reserves. Imports are planned to increase mainly 
in order to expand inventories, which the Yugoslav 
authorities consider must be replenished to achieve the 
required improvement in industrial productivity. 

Stabilizing monetary and fiscal policies have been 
made integral parts of the plan. A ceiling on bank 
credit has been established and budgetary receipts and 
expenditures are to be balanced. 

Source: Sluzbeni List, Belgrade, Yugoslavia, Decem- 
ber 31, 1960. 


Yugoslav-Bulgarian Trade Agreement 


On December 29, 1960, Bulgaria and Yugoslavia 
signed a trade agreement for the period 1961-65, pro- 
viding for an exchange of goods valued in total at $80 
million. Yugoslavia will export machinery and equip- 
ment, means of transportation, cables, cast pipes, etc., 
and will import from Bulgaria mainly steel ingots, sun- 
flower seeds, machinery and equipment, various min- 
erals, and electrical and construction materials. 
Source: Economic Review, Belgrade, Yugoslavia, Jan- 

uary 25, 1961. 


Middle East and Africa 
Foreign Currency Budget of Israel 


Israel’s foreign exchange receipts during the fiscal 
year beginning April 1, 1961 are officially expected to 


total $845 million, distributed as follows: merchandise 
exports, $260 million; services, $165 million; personal 
remittances and investments, $65 million; institutional 
funds, $70 million; State of Israel bonds, $50 million; 
German reparations, $65 million; German restitution 
payments, $100 million; U. S. development loans and 
agricultural surpluses, $45 million; special loans and 
credits, $25 million. Major foreign currency expendi- 
tures include $485 million for merchandise imports, 
$195 million for services and defense, and $65 million 
for repayments of bonds and loans. The Government 
expects that, as a result of the surplus of receipts over 
expenditures, Israel’s foreign exchange reserves will 
rise in 1961-62 by some $40 million. 


Preliminary reports on actual foreign exchange re- 
ceipts in the current fiscal year (ending March 31, 
1961) indicate that receipts will probably total $780 
million, thus considerably exceeding the advance esti- 
mate of $685 million (see this News Survey, Vol. XII, 
p. 369). The increase is attributed mainly to the fact 
that receipts from German restitution payments (some 
$100 million) were considerably higher than estimated 
($62 million). Receipts from tourism and from ship- 
ping and air services have also greatly exceeded the 
estimate. 

Source: /srael Economic Horizons, New York, N. Y., 
January 1961. 


Exchange Control in Syrian Region of U.A.R. 

By Presidential Decree No. 11 of February 4, 1961, 
all transactions between the Syrian Region of the 
United Arab Republic and the rest of the world were 
made subject to exchange control, and all dealings in 
foreign exchange and foreign securities were prohibited 
except through authorized banks and exchange dealers. 
Individuals, money dealers, and banks were required 
to declare to the Central Bank their holdings of foreign 
currencies and securities on February 4, 1961 and to 
surrender these holdings to the authorities not later than 
February 19, 1961. Individuals and banks have like- 
wise to declare to the authorities their liabilities to non- 
residents. These can be settled only by making deposits 
in accounts with authorized banks in the names of the 
creditors, which will be considered blocked until regu- 
lations for their disposal are enacted. 

All proceeds from exports and invisibles, except in 
certain cases of border trade or where the transaction 
does not exceed LS 200 in value, are to be surrendered 
to authorized banks within a period of three months 
from the date of shipment, at the official exchange rate 
(LS 3.565 = $1). Imports, except from the Egyptian 
Region, are subject to specific licensing by the ex- 
change control authorities. Import licenses issued prior 
to February 4, 1961 must be presented to the authori- 
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ties for endorsement. Importers must apply by Febru- 
ary 28 for import licenses covering their requirements 
during the period ending on June 30, 1961, classified 
into five major categories of imports. All applicants, 
except owners of industrial establishments and impor- 
ters of pharmaceutical and medical products, agricul- 
tural equipment, spare parts, and various agricultural 
materials, must provide a bank guarantee equal to 15 
per cent of the value of the product. When issued, 
import licenses will be valid for a period of three 
months. Import licensing is subject to quantitative re- 
strictions and to the following considerations: (1) the 
cheapest price allowing for quality and period of de- 
livery, (2) the possibility of obtaining the goods from 
the countries with which the Syrian Region has pay- 
ments agreements or from countries which provide the 
Region with credit facilities, and (3) licenses are not 
granted for goods which may be imported from the 
Egyptian Region, and certain commodities such as 
timber, sugar, and fuels may be imported only from 
the Egyptian Region with settlement through the pay- 
ments account in force between the two Regions. These 
measures bring to an end the previously existing free 
foreign exchange market in Syria, in which certain un- 
controlled transactions were negotiated at a rate of ex- 


change which fluctuated between LS 3.80 = $1 and 
LS 4.15 


into force. 


$1 just before the new regulations came 


Residents of the Syrian Region may take out LS 100 
in Syrian currency, or the equivalent in foreign ex- 
change, if going to a neighboring country, LS 750 if 
visiting Europe, and LE 300 if traveling to the Egyp- 
tian Region. Residents leaving permanently are allowed 
LS 50,000. Foreigners who entered Syria prior to 
February 4, 1961 may take out with them any amount 
of foreign exchange or Syrian currency they brought 
in, up to the value of $1,000. Foreigners entering Syria 
after February 4, 1961 are allowed to take out part 
or all of the foreign exchange they brought in. Re- 
quests for exchange for students and for medical and 
business travel, as well as for repatriation of capital 
and profits, are treated on a case-by-case basis and 
granted in reasonable amounts. No restrictions are im- 
posed on bringing into Syria any amount of Syrian cur- 
rency notes by residents or foreigners. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
February 8, 1961. 


Interest Rates in South Africa 


On February 11, the South African Reserve Bank 
announced the immediate raising by % per cent of the 
official pattern of rates for open market operations in 
government stocks (see also this News Survey, Vol. 
XII, p. 467). For maturities of 3 to 3% years the 
rate has been raised from 4.60 per cent to 4.85 per 
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cent, and for maturities of over 11 years, from 5% 
per cent to 5% per cent. 

The Financial Mail reports that two important gilt- 
edged issues, those of the Industrial Development Cor- 
poration and the Land Bank, for R 6 million and R 10 
million, respectively, are being made early this year. 
The promised yield of the Industrial Development Cor- 
portation stock, redeemable in 20-25 years, is just over 
5.9 per cent; and the Land Bank will place a medium- 
dated stock yielding more than 6 per cent to redemp- 
tion. 

Sources: Financial Mail, Johannesburg, South Africa, 
February 3, 1961; The Times, London, Eng- 
land, February 13, 1961. 


Far East 
India’s Fertilizer Requirements 


India’s program of intensified agricultural production 
will involve phased imports of nitrogenous fertilizers to 
a value of Rs | billion ($210 million) during the Third 
Five Year Plan (1961-62 to 1965-66). Requirements 
are put at 410,000 tons of nitrogen content in the first 
year and one million tons in the fifth year. Supplies of 
ammonium sulphate so far in sight for 1961-62 com- 
prise one million tons of imports and 850,000 tons from 


domestic production, equivalent together to 370,000 
tons of nitrogen. 


Source: The Times of India, Bombay, India, Janu- 
ary 21, 1961. 


Economic Developments in Viet-Nam 

Great progress was registered by the Vietnamese 
economy during 1960. A record was reached in rice 
production (over 5 million tons) and rice exports 
(380,000 tons); rubber production reached a postwar 
peak of 78,000 tons, of which 74,000 tons were ex- 
ported. Crop diversification in the Plateau region was 
a success: among the most important new crops was 
kenaf—a jute substitute—of which 4,000 tons were 
produced. Truck gardening and pig and poultry breed- 
ing left an export surplus which was sold to Singa- 
pore, Malaya, and Thailand. 

Progress was also achieved in the industrial sector, 
particularly in the textile industry (see also this News 
Survey, Vol. XII, p. 543). The first glass factory was 
completed during 1960; its capacity of 15,000 tons of 
bottles is sufficient to cover domestic needs. Plans were 
made during 1960 to build an electric plant with a 
capacity of 33,000 kilowatts, a cement plant able to 
produce 250,000 tons of cement, two large paper fac- 
tories, and one ceramics factory. 

Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, January 26, 
1961. 
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Foreign Exchange Reform in Korea 


On February 2, 1961, a new exchange system, re- 
placing the multiple rate system, was introduced in 
Korea. A new exchange rate, called the “banking” 
rate, will apply to all transactions. It consists of two 
components: a basic fixed rate of hw 1,250 = $1 plus 
a flexible certificate rate which will be varied from time 
to time by the Monetary Board of the Bank of Korea. 
The certificate rate was fixed initially at hw 50 —$1; 
thus the banking rate at present is hw 1,300 = $1. The 
basic fixed rate will be used only for budgetary esti- 
mates. Except for government transactions, the Bank 
of Korea will charge a fee of hw 5 per U. S. dollar for 
each transaction. In addition, the Government intends 
to introduce special customs duties on selected import 


commodities, aid-financed as well as other, and sub- 
sidies on exports. 


All foreign exchange accounts held by residents (in- 
cluding the Government) in the Bank of Korea on 
February 1, 1961, and all exchange accruing to resi- 
dents after that date, must be surrendered to the Bank 
for payment in hwan at the banking rate. In return, 
the Bank will issue exchange certificates, except against 
exchange surrendered by the Government. These cer- 
tificates are not transferable and are effective for 90 
days, during which the holder is eligible to repurchase 
at the same rate the amount of exchange surrendered. 
Nonresidents may retain foreign exchange deposits with 
the Bank of Korea and use them for purposes pre- 
scribed in the exchange regulations; such deposits may 


be withdrawn and remitted abroad or sold to the Bank 
of Korea for hwan. 


Sales of exchange by the Bank of Korea to the 
Government are to be limited to amounts authorized 
by the Minister of Finance in accordance with budget 
appropriations, and will be made at the banking rate. 
Sales of exchange to other residents will be made at the 
banking rate plus the hw 5 fee (except for sales against 
certificates). Exchange for import payments will be 
sold only to registered foreign traders or manufacturers 
importing raw materials for their own use. For payments 
for invisibles, which have been considerably liberalized, 
exchange will be sold to those presenting the required 
documents. Maximum amounts for each transaction are 
set for certain invisibles, e.g., travel and students’ re- 
mittances, and payments for other invisibles are to be 
regulated by the Bank of Korea. 


Differential treatment of foreign exchange earnings 
according to the type of earning will be abolished. All 
foreign exchange earnings will be available to pay for 
imports from Japan. For imports financed by U. S. 
aid, the procurement authorization procedure will be 
changed from a commodity-by-commodity basis to a 
system in which lump sums for seven broad categories 


of commodities will be allocated on a quarterly or 
semiannual basis, except for three categories—surplus 
agricultural products, government imports, and imports 
of petroleum products. Exchange for aid-financed im- 
ports will be allocated to importers in the order in 
which applications are received and according to the 
amount of advance deposits made. 


There will be a transitional period, from February 2 
to May 30, for the necessary legislation for the spe- 
cial customs duties and export subsidies to be enacted 
and other relevant adjustments made. During this 
period, holders of exchange earned from exports under 
the export encouragement regulations and deposited in 
import accounts by February 1, or received by the end 
of April, are entitled to receive preferential exchange 
certificates. These certificates will entitle the holders 
to import, until the end of May, commodities specified 
under the retention quota system, and may be trans- 
ferred once up to that date. Also, certificates issued 
against surrender of exchange purchased at government 
exchange auctions before February 1 will specify the 
commodity to be imported. Finally, during the transi- 
tional period, auctions of government exchange and 
U. S. aid dollars will be continued in accordance with 
former regulations. The minimum bid rate will be the 
existing banking rate plus fee, and the excess, if any, 
of the bid rate over the banking rate will accrue to the 
Government or to the counterpart fund account, ac- 
cording to the source of the exchange auctioned. 


Sources: Dong-A Daily Press, February 2 and 3, 1961, 
and Hankuk Daily Press, February 6, 7, 8, 
and 9, 1961, Seoul, Korea. 


Western Hemisphere 


Economic Developments in Mexico 

Preliminary estimates of the real gross national prod- 
uct of Mexico in 1960 indicate an increase of nearly 
7 per cent over 1959, and it is expected that a satis- 
factory rate of growth will continue in 1961. Increases 
in government expenditures (supported by enhanced 
revenues), and in private investments, provided a 
stimulus to the economy, and industrial production in- 
creased by 10 per cent. Higher government revenues 
from income taxes and from taxes on profits, produc- 
tion, and imports resulted from the rising level of eco- 
nomic activity in 1960. 

The coffee crop in the 1959-60 season totaled 2.0 
million bags of 60 kilograms, the highest volume on 
record. On the other hand, unfavorable climatic con- 
ditions caused a reduction of corn, wheat, and bean 
crops. Mining production in general was at approxi- 
mately the same level as in 1959. Petroleum produc- 
tion in the first nine months of 1960 increased some 7 
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per cent over the corresponding period of 1959. The 
production of electric power increased by 9 per cent 
in January-August, compared with a year earlier. 

The increase in investment in 1960 was associated 
with a substantial increase in imports of machinery, 
equipment, vehicles, and construction materials, which 
totaled US$423 million in January-September 1960, 29 
per cent more than in the same period of 1959. The 
value of shares issued by new corporations and the 
increase in capital authorized in the first nine months 
of 1960 were 21 per cent higher than a year earlier. 
In the first six months, 1,049 new enterprises were 
established with an initial capital totaling Mex$1,031 
million. 

Prices rose only 1 per cent in 1959, but in 1960, 
although the money supply increased at a much lower 
rate, the wholesale price index increased by 5 per cent 
in the first ten months, which is higher than the rate 
of increase in the corresponding periods in the preced- 
ing four years. Outstanding credit of the banking sys- 
tem increased by 21 per cent from January to August 
1960. 

Merchandise imports in the first nine months of 
1960 were some 19 per cent higher than in the cor- 
responding period of 1959 (US$822 million, compared 
with US$739 million). Exports in the first nine months 


totaled US$591 million, an increase of 2 per cent 


over the corresponding period. The largest increase in 


exports was in coffee and sugar, while there was a sub- 
stantial contraction of cotton exports. Tourist receipts 
increased by 6 per cent and there was a net inflow of 
US$180 million of long-term capital, the largest on 
record. 

In 1961, several factors could improve the trade bal- 
ance. The acreage under cotton has increased sub- 
stantially, and production is expected to reach 1.9 
million bales, an increase of 12 per cent over 1959-60. 
The current coffee crop will be lower than last year 
because of frost and drought, but stocks may be used 
to maintain exports. Many minor exports have been 
showing rapid increases in the past years and it is ex- 
pected that these will continue to expand in 1961. The 
outlook for agricultural production in 1961 has been 
improved by recent rains and this may cut the demand 
for imports of foodstuffs. 

Sources: Banco Nacional de Mexico, Review of the 
Economic Situation of Mexico, 
1960, and Nacional 
Mercado de 
Mexico, D.F. 


December 
Financiera, S.A., El 


Valores, January 9, 1961, 


Colombia's Four-Year Investment Plan 


On December 16, 1960, President Lleras Camargo 
submitted to the Colombian Congress a public invest- 
ment program involving expenditure of Col$7.2 billion 


(approximately US$1 billion) during 1961-64, nearly 
one third of which is expected to be provided from 
foreign loans. The available funds will be allocated as 
follows: 26 per cent to the Ministry of Public Works, 
20 per cent to the other ministries, 36 per cent to 
public entities, and 18 per cent to other agencies. The 
Ministry of Agriculture will expand the area of pasture 
land and increase the production of cocoa, fish, and 
wool, and the Institute for the Development of Electric 
Power and the Utilization of Water will expand the 
output of electrical energy by 208,000 kilowatts and 
build pipelines to provide water to 1.8 million inhabi- 
tants. 


Source: Bank of London & South America, Fort- 
nightly Review, London, England, January 14, 


1961. 


Reserve Requirements in Peru 

The basic cash reserve required to be held against 
all deposits by the commercial banking system in Peru 
was raised from 24 per cent to 27 per cent, from Febru- 
ary 13. At the same time, the marginal cash reserve of 
100 per cent for additional deposits from April 22, 
1960 (see this News Survey, Vol. XII, p. 355) was 
eliminated and a new marginal cash reserve of 90 per 
cent on incremental deposits from January 15, 1961 
was introduced. Commercial bank deposits acquired 
through operations with foreign banks are subject only 
to the basic reserve requirement. 


It is estimated that the new regulation can generate 
S/. 300 million ($11 million) of additional loanable 
funds, which the Central Bank has stated will allow for 
credit expansion during the first five months of the year 
in order to meet the seasonal needs of the economy. 


Source: Banco Continental, Newsletter, Lima, Peru, 
February 10, 1961. 
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